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THE  PRICE  OF  MILK 


Consumers  paid  one-fifth  more  for  a  quart  of 
milk  in  1955  than  they  paid  in  1947,  although 
farmers'  prices  for  milk  were  nearly  the  same 
in  both  years. 

Farmers  in  1955  got  only  45  cents  out  of  each 
dollar  spent  by  consumers  for  milk,  compared  to 
55  cents  in  1947.  The  change  was  due  almost 
entirely  to  increases  in  marketing  costs ;  that's 
why  consumers  paid  more. 

Milk  is  still  one  of  the  cheapest  foods  in  terms 
of  food  value.  Its  quality  has  been  improved 
in  recent  years  because  it  is  produced  under 
more  sanitary  conditions,  nearly  all  of  it  is  pas- 
teurized, much  of  it  is  homogenized  and  has 
vitamin  D  added,  and  it  is  kept  cooler  during 
marketing. 

There  are  three  major  steps  in  the  trip  from 
farm  to  consumer :  Assembling  milk  from  farms 
and  taking  it  to  dairies,  processing  and  bottling 
it,  and  distributing  it  to  consumers.  Looking 
at  the  three  steps  one  by  one,  here  are  some  of 
the  factors  involved. 

ASSEMBLY 

Milk  must  be  kept  clean  and  cool  and  moved 
fast  if  the  quality  is  to  be  preserved.  Thou- 
sands of  trucks  travel  many  miles  each  day  to 
gather  milk  from  farms  and  haul  it  to  processing 
plants. 

The  assembly  operation  in  1955  took  about 
5  cents  of  each  dollar  spent  by  consumers  for 
milk.  Most  of  that  cost  is  in  buying,  maintain- 
ing, and  fueling  milk  trucks,  and  these  costs 
have  gone  up.  Wages  of  truck  drivers  and  milk 
handlers  also  have  gone  up. 

PROCESSING 

When  the  milk  arrives  at  the  dairy  plant,  it  is 
immediately  put  under  refrigeration.  And  it  is 
kept  clean  and  sanitary,  at  much  expense. 
After  pasteurization  and  other  processing,  it  is 
bottled  and  sent  on  its  way  to  the  consumer. 

Just  about  all  the  processes  mentioned  cost 
more  now  than  a  few  years  ago.  The  payroll 
is  the  principal  cost  item  here,  as  it  is  with  most 
other  commodities  that  consumers  buy,  and  it 
has  gone  up.  Costs  of  milk  bottles  and  cartons 
have  risen.     So  have  the  costs  of  plant  and 


equipment,    repairs,    insurance,    and    property 
taxes. 

Processing  and  bottling  milk  took  about  18 
cents  of  the  consumer's  dollar  in  1955. 

DISTRIBUTION 

From  the  dairy  plant,  milk  goes  to  consumers 
either  through  retail  food  stores  or  by  direct 
delivery  to  homes  by  truck.  Again,  most  of  the 
cost  is  in  payrolls — about  70  percent  of  the  total 
selling  and  delivery  cost.  These  costs  have  been 
rising. 

Distribution  costs  accounted  for  about  23 
cents  of  the  dollar  spent  by  the  consumer  for 
milk  in  1955. 

Administrative  expenses  of  the  marketing 
companies  took  another  4  cents,  and  profits  took 
5  cents  more. 

WHERE  THE  MONEY  GOES 

The  cost  of  employing  workers  throughout 
the  milk  marketing  system  accounted  for  about 
25  cents  of  the  consumer's  dollar  in  1955.  This 
cost  includes  wages,  salaries,  payroll  taxes,  and 
pensions  and  other  "fringe  benefits." 

Depreciation,  repairs,  property  taxes,  insur- 
ance, and  similar  items  accounted  for  about  9 
cents  of  each  consumer  dollar.  Milk  containers 
took  6  cents,  supplies  and  services  another  6,  and 
selling  and  miscellaneous  expenses  4  cents. 

Profits  of  milk  dealers  and  retail  stores  on 
milk,  before  income  taxes,  took  about  5  cents  of 
the  consumer's  dollar  in  1955 — about  the  same 
as  in  1947.  But  some  companies  had  to  pay  half 
or  more  of  that  amount  in  taxes. 

All  these  items  add  up  to  the  55  cents  required 
to  market  milk,  leaving  the  farmer  the  remain- 
ing 45  cents. 

The  retail  price  averages  used  in  this  analysis 
are  based  mainly  on  one-quart  sales.  Sales  in 
larger  containers  are  increasing  in  some  areas. 
If  the  average  retail  price  of  all  milk  sold  is 
reduced  by  using  larger  containers,  the  share  of 
the  price  going  to  farmers  is  larger.  A  more 
detailed  discussion  of  the  subject  is  available  in 
the  publication  "Marketing  Costs  and  Margins 
for  Fresh  Milk,"  Miscellaneous  Publication  No. 
733.  A  copy  of  it  may  be  obtained  from  the 
Office  of  Information,  U.  S.  Department  of  Agri- 
culture, Washington  25,  D.  C. 
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WHEN  YOU  BUY 
A  QUART  OF  MILK 

The  Farmer  Gets  10.2^ 

The  Marketing  System  Gets: 

Assembling  milk 1.1 

Processing 4.0 

Retailing,  home  delivery 5.2 

Other  expenses 0.9 

Profit  YA 

TOTAL  COST  22.5^ 

(Average  U.  S.  data  for  1955) 
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ELEMENTS  IN  RETAIL  PRICE  OF  MILK 


450  TO  FARMER 


55t  FOR  MARKETING 


1955  Data 


Payroll 


-  25tf 


•  •    Property    9<f. 

•  •  Containers    6# 

.  .  .  Supplies,  services     6<£ 

.  .  Advertising,   other  4<£ 
>  '  Profits 5$ 
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The  farmer  gets 
less  for  milk  now 
than  he  got  in  most 
recent  years   .   .    .   . 


Fresh  Milk 
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MARKETING  MARGIN 

$  Per  Quart 


'47       '49       "51       '53       '55 


Quarterly  Data 


AM  S    NEC.    3454-  54  (  B  ) 


....   So  the  retail 
price  is  higher   .   .   .   . 

INCOME  &  MILK  PRICE 
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....   But  it  costs  more 
to  market  it   ...   . 


Fresh  Milk 


RETAIL  PRICE 


'47       '49      '51        '53       '55 

Quarterly  Data 


AMS    NEG.    3456-  56  (6  ) 


.   .   .   .   BUT  incomes  are 
even  higher  than  that   .   .   .   . 


SO — it  takes  a  smaller  part  of  your 

income  now+o  buy  a  QUART  OF  MILK 
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